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OATH OR AFFIRMATION

Russ Hasan
swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cathay Securities inc
as

of December 31 20 11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

N/A

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

El Statement of Income Loss
II Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

ignature

Title
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57 West 38th Street12F/LNew York NY 10018

Tel 212 840-6123 Fax 212 840-6993

REPORT OF INDEPENDENT AUDITORS

Board of Directors and Stockholders of

Cathay Securities Inc

We have audited the accompanying statement of financial condition of Cathay Securities Inc

the Company as of December 31 2011 and the related statements of operations changes in

financial condition and changes in stockholders equity for the year then ended that you are filing

pursuant to rule 7a-5 under the Securities Exchange Act of 1934 These financial statements are

the responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform and audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also includes assessing

the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Cathay Securities Inc at December 31 2011 and the results of its operations

and its changes in financial condition for the year then ended in conformity with accounting

principles generally accepted in the United States of America



Our audit was conducted for the purpose of forming an opinion on the financial statements taken as

whole The information contained in schedules listed in the accompanying table of contents

required by Rule 7a-5 under the Securities Exchange Act of 1934 is presented for purposes of

additional analysis and is not required part of the financial statements Such information is the

responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to the financial

statements themselves and other additional procedures in accordance with auditing standards

generally accepted in the United States of America In our opinion the information is fairly stated

in all material respects in relation to the basic financial statements taken as whole

New York New York

February 21 2012



CATHAY SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and Cash Equivalents Note 6076

Receivable From Broker 115887

Office Furnishings Net of Accumulated Depreciation

and Amortization of$137350 Note 2521

Deferred Income Taxes Note and 74700

Other Assets 19588

Total Assets 218772

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts Payable and Accrued Expenses 11134

Stockholders Equity Note

Capital Stock 76200

Additional Paid-in-Capital 237300

Accumulated Deficit 105862
Total Stockholders Equity 207638

Total Liabilities and Stockholders Equity 218772

See Independent Auditors Report and Accompanying Notes



CATHAY SECURITIES INC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2011

REVENUES
Commission Income Net Note 137550

Other Income 10351

Interest Income 5849

Total Revenues 153750

EXPENSES

Salaries 37800

Payroll Related Expenses 3628

Occupancy Costs 80500

Communication Costs 22629

Equipment Rental 9706

Office Expense 19938

Professional Fees 21420

Computer Clearing Charges 15542

Insurance 2642

Entertainment Expense 2060

Miscellaneous 359

Depreciation Note 5248

Total Expenses 221472

Loss Before Income Taxes 67722
Income Tax Benefits Notes and 19700

Net Loss 48022

See Independent Auditors Report and Accompanying Notes



CATHAY SECURITIES INC

STATEMENT OF CHANGES IN FINANCIAL CONDITION

YEAR ENDED DECEMBER 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net Loss 48022
Adjustments to Reconcile Net Loss to Net Cash

Generated by Operating Activities

Depreciation Expense 5248

Deferred Income Tax 19700
Inecrease in Receivable From Broker 2315

Decrease in Other Assets 778

Deecrease in Accounts Payable Accrued Expenses 2612
Net Cash Used by Operating Activities 61993

CASH FLOWS FROM FINANCING ACTIVITIES

Increase of Paid-in Capital 5000

Net Cash Generated by Investing Activities 5000

Net Decrease in Cash 56993

Cash Beginning of Year 63069

Cash End of Year 6076

Supplemental Disclosure of Cash Flows Information

Cash Paid During The Year For

Corporate Income and Franchise Taxes

Interest Expense

See Independent Auditors Report and Accompanying Notes



CATHAY SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2011

Retained

Capital Paid-in Earnings

Stock Capital Deficit Total

Balance 12-31-2010 76200 232300 57840 250660

Additions 5000 5000

Net Loss 48022 48022

Balance 12-31-2011 76200 237300 105862 207638

See Independent Auditors Report And Accompanying Notes



CATHAY SECURITIES INC

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT

TO RULE 15c3-1 UNDER THE SECURITY EXCHANGE ACT OF 1934

YEAR ENDED DECEMBER 31 2011

NET CAPITAL

Total Stockholders Equity 207638

Total Stockholders Equity Qualified for Net Capital 207638

Deductions and/or Charges

Non-Allowable Assets

Office Furnishings Net 2521

Security Deposit 19017

Deferred Income Taxes 74700

Other Assets 571
96809

Net Capital Before Haircuts on Securities Positions 110829

Haircuts on Securities

Money Market Fund 2252
Net Capital 108577

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum Net Capital Required 50000

Excess Net Capital 58577

Net Capital less Greater of 10% of Total Aggredate Indebtedness

or 120% of Minimum Net Capital Required 48577

COMPUTATION OF AGGREGATE INDEBTEDNESS

Accounts Payable and Accrued Expense 11134

Total Aggregate Indebtedness 11134

Percentage of Aggregate Indebtedness to Net Capital 10.25%

See Independent Auditors Report and Accompanying Notes



CATHAY SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Note Organization

Cathay Securities Inc the Company was incorporated on November 1987 under the laws of

the State of New York

The Company became registered broker/dealer pursuant to Section 15b of the Securities

Exchange Act of 1934 on January 27 1988 and member of the National Association of Securities

Dealers Inc on March 28 1988 The Company conducts all its businesses on fully disclosed

basis All customer security accounts are carried by Ridge Clearing and Outsourcing Solutions Inc

Note Accounting Policies

The accounting policies and practices of the Company conform with generally accepted accounting

principles The significant policies are summarized below

Revenue Recognition

Commissions on all securities transactions are recognized when services are performed

Fixed Assets

Office furnishings are stated at costs and depreciated over their estimated useful lives on straight-

line basis for both financial and federal income tax reporting purposes Leasehold Improvements

are amortized over the term of the office lease

Depreciation expense relating to property and equipment charged to operations for the year ended

December 31 2011 was $5248

Income Taxes

The Company accounts for income taxes in accordance with Financial Accounting Standards Board

Accounting Standards Codification FASB ASC 740 Income Taxes which requires the

recognition of deferred income taxes for differences between the basis of assets and liabilities for

financial statement and income tax purposes The differences relate principally to net operating

loss carry forward Deferred tax assets and liabilities represent the future tax consequence for those

differences which will either be taxable or deductible when the assets and liabilities are recovered

or settled Deferred taxes are also recognized for operating losses that are available to offset future

taxable income Valuation allowances are established when necessary to reduce deferred tax assets

to the amount expected to be realized

The Company adopted the provisions of FASB ASC 740-10-25 which prescribe recognition

threshold and measurement attribute for the recognition and measurement of tax positions taken

or expected to be taken in income tax returns FASB ASC 740-10-25 also provides guidance on

de-recognition of income tax assets and liabilities classification of current and deferred income tax

assets and liabilities and accounting for interest and penalties associated with tax positions



CATHAY SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Note Accounting Policies continued

Income Taxes continued

Currently the 2008 2009 an d2010 tax years are open and subject to examination by the taxing

authorities However the Company is not currently under audit nor has the Company been

contacted by any of the taxing authorities The Company does not have any accruals for uncertain

tax positions as of December 31 2011 It is not anticipated that unrecognized tax benefits would

significantly increase or decrease within 12 months of the reporting date

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in accordance with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported

amounts of revenues and expenses during the reporting period Actual results could differ from

those estimates

Fair Value of Financial Instruments

FASB ASC 820 Fair Value Measurements and Disclosures defines fair value as the price that

would be received upon sale of an asset or paid upon transfer of liability in an orderly transaction

between market participants at the measurement date and in the principal or most advantageous

market for that asset or liability The fair value should be calculated based on assumptions that

market participants would use in pricing the asset or liability not on assumptions specific to the

entity

The carrying values of cash receivable from clearing organization loans to stockholders other

assets and accounts payable and accrued expenses approximate fair values due to the short term

nature of these financial instruments

FASB ASC 820 specifies hierarchy of valuation techniques based upon whether the inputs to

those valuation techniques reflect assumptions other market participants would use based upon

market data obtained from independent sources observable inputs In accordance with FASB

ASC 820 the following summarizes the fair value hierarchy

Level Inputs Unadjusted quoted market prices for identical assets and liabilities in an active

market that the Company has the ability to access

Level Inputs Inputs other than the quoted prices in active markets that are observable either

directly or indirectly

Level Inputs Inputs based on prices or valuation techniques that are both unobservable and

significant to the overall fair value measurements



CATHAY SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Note Accounting Policies continued

Fair Value of Financial Instruments continued

The Company did not identify any financial and non financial assets and liabilities that are required

to be presented on the balance sheets at fair value

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers all short-term debt securities

purchased with maturity of three months or less to be cash equivalents

Note Income Taxes

Deferred income tax asset at December 31 2011 in the amount of $74700 was recognized for

operating losses that are available to offset future taxable income

The Company has about unused operating loss carry-forward totaling $322000 expiring in various

years through 2031 The income tax benefits for the year ended December 31 2011 consist of the

following

Federal Income Tax Benefit $8900

State and City Income Tax Benefits $10800

Note Capital Stock

As of December 31 2011 the Company had 5000 shares of no par value common stock authorized

and 1000 shares issued and outstanding

Note Commitments

The Company had entered into five-year office lease agreement expiring on June 30 2015 The

following is schedule of future minimum rental payments required under the above lease as of

December 31 2011

Year Ending

December 31 Amount

2012 82951

2013 85291

2014 87691

2015 44458



CATHAY SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

Rule 15c3-l which requires that aggregate indebtedness shall not exceed fifteen times net capital

In addition the Company is required to maintain minimum net capital of $50000 At December

31 2011 the Companys net capital was $108577 which was $58577 in excess of the required net

capital and the Companys aggregate indebtedness to net capital ratio was 0.10 to

The Company is exempt from the provisions of 5c3-3 under Securities Exchange Act of 1934 as

set forth in the conditions for exemption in paragraph k2ii

There are no material differences between the amounts presented above which are the amounts

based on the accompanying audited financial statements and the amounts reported in the

Companys focus report filed in January 2012

Note Financial Instruments With Off-Balance Sheet Risk

The Company introduces all customer transactions in securities traded in U.S securities markets to

another New York Stock Exchange member firm on fully disclosed basis The agreement

between the Company and its clearing broker provides that the Company is obligated to assume

any exposure related to non-performance by customer or counterparties

The Companys exposure to credit risk associated with the non-performance of customers and

counterparties in fulfilling their contractual obligations pursuant to these securities transactions can

be directly impacted by volatile trading markets which may impair the customers or counterpartys

ability to satisfy their obligations to the Company

In the event of non-performance the Company may be required to purchase or sell financial

instruments at unfavorable market prices resulting in loss to the Company The Company does

not anticipate non-performance by customers and counterparties in the above situations

The Company seeks to control the aforementioned risks by requiring customers or counterparties to

maintain collateral in compliance with regulatory requirements the clearing brokers guidelines and

industry standards The Company monitors required margin levels daily and pursuant to such

guidelines requires the customer to deposit additional collateral or to reduce positions when

necessary The Company also has policy of reviewing the credit standing of each customer and

counterparty with which it conducts business



CATHAY SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2011

Note Subsequent Events

The Companys management has performed subsequent events procedures through February 21

2012 which is the date the financial statements were available to be issued and there were no

subsequent events requiring adjustment to the financial statements or disclosures as stated herein



57 West 38th Street12F/L New York NY 10018

Tel 212 840-6123 Fax 212 840-6993

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL

Board of Directors and Stockholders of

Cathay Securities Inc

In planning and performing our audit of the financial statements of Cathay Securities Inc the

Company for the year ended December 31 2011 on which we issued our report dated February

21 2012 in accordance with auditing standards generally accepted in the United States of

America we considered its internal control over financial reporting internal control as

basis for designing our auditing procedures for the purpose of express our opinion on the

financial statements but not for the purpose of expressing an opinion on effectiveness of the

Companys internal control According we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by rule 7a-5g of the Securities Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including tests of such

practices and procedures that we considered relevant to the objectives stated in rule 7-a5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under rule 7a-3 11 and for determining compliance with the exemptive provisions of rule

5c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation if the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

structure and the practices and procedures referred in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives

Two of the objectives of internal control and the practices of procedures are to provide

management with reasonable but not absolute assurance that assets for which Company has

responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly

to permit the preparation of financial statements in accordance with accounting principles



generally accepted in the United States of America Rule 17a-5g lists additional objectives of

the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above error or irregularities may nevertheless occur and not be detected Also projection of any

evaluation of them to future periods is subject to the risk that they may become inadequate

because of changes in conditions or that the effectiveness of their design and operation may
deteriorate

control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatement on timely basis significant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough

to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of the internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily disclosed all deficiencies in the internal control

structure that might be material weaknesses under standards established by the American

Institute of Certified Public Accountants We noted no matters involving the internal control

structure including procedures for safeguarding securities that we consider to be material

weakness as defined previously

We understand that the practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures were adequate at December 31 2011 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these

specified parties

New York New York

February 21 2012
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
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Please read instructions before preparing Form

Rule 17a-5a lxi 16

Special request by designated examining authority 1191 5Other P1261
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CATHAY SECURITIES INC Lii1
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NEW YORK
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

CATHAY SECURITIES INC

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

as of MM/DD/YY 12/31/11 L1
SEC FILE NO 8-39247

Consolidated I_______ LiI1

Unconsolidated i1
ASSETS

Allowable Non-Allowable Tota

1.Cash 60761 ___________QZL7Pi

Receivables from brokers or dealers

Clearance account _____________________

Other 3274 I1$
__________________ _______ ____7A I1PJ

Receivables from non-customers _____________________LI ____________________ _________________
IpI

Securities and spot commodities owned at market value

Exempted securities
_____________________

EIi1

Debt securities
_____________________

Ei1

Options ______________________
EI1

Other securities 126131
Spot commodities

_____________________
112613 r85O

Securities and/or other investments not readily marketable

A.Atcost

At estimated fair value
___________________ ___________________

86ó

Securities borrowed under subordination agreements

and partners individual and capital

securities accounts at market value
____________________ -______

Exempted

securities
______________________

Ii1
Other

securities

Secured demand notes
_____________________ ____________________ ___________

Market value of collateral

Exempted

securities

Other

securities

Memberships in exchanges

Owned at

market
____________________

jJ
Owned at cost

Contributed for use of the company

at market value

Investment in and receivables from

affiliates subsidiaries and

associated partnerships
____________________

i1
____________________ ._...... ____________._ I1.Q

10 Property furniture equipment

leasehold improvements and rights

under lease agreements at cost-net

of accumulated depreciation

and amortization ____________________
EI1 2521 2.J

11 Other assets
___________________

E1 942881 94288

12 Total Assets 121 963E1 968O91 218772 IPI

Page
OMIT PENNIES



Ownership Equity

21 Sole proprietorship

22 Partnership limited partners

23 Corporation

Preferred stock

Common stock

Additional paid-in capital

Retained earnings

E.Total

Less capital stock in treasury

24 TOTAL OWNERSHIP EQUITY

25 TOTAL LIABILITIES AND OWNERSHIP EQUITY

_______________

11134

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER

CATHAY SECURITIES INC
as of 2/31/1

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING

NONCLEARING AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-Al Total

Liabilities Liabilities Liabilities

13 Bank loans payable __________________
ftI

____ft____ ___

11134NII
_________________

1I _____________

14 Payable to brokers or dealers

Clearance account
___________________ ___________________ _______________

Other
___________________ ___________________ _____________

15 Payable to non-customers
__________________ __________________ _____________

16 Securities sold not yet purchased

at market value

17 Accounts payable accrued liabilities

expenses and other
____________________ ____________________

18 Notes and mortgages payable

Unsecured
____________________ _________________

Secured
___________________ ___________________ __________________

19 Liabilities subordinated to claims

of general creditors
--

Cash borrowings ______________ N7ol

from outsiders
_____________________

Ei1

Includes equity subordination 15c3-1d

of
___________________

EI1

Securities borrowings at market value
____________________ _____________

from outsiders

Pursuant to secured demand note

collateral agreements __________________ ___________._._
i7o

from outsiders
___________________

includes equity subordination 15c3-1d
of ___________

Exchange memberships contributed for

use of company at market value
__________________ _________ ___.__

Accounts and other borrowings not

qualified for net capital purposes ____________________ ___________

20 TOTALLIABILITIES 11134ft$______________

_______

76200

_____

105.86

________
ri

____ l79

__ p1
___12L I6

OMIT PENNIES

Page



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA

BROKER OR DEALER

CATHAY SECURITIES INC
asof 12/31/11

COMPUTATION OF NET CAPITAL

Total ownership equity from Statement of Financial Condition 207.68

Deduct ownership equity not allowable for Net Capital

Total ownership equity qualified for Net Capital ______
207638 IQQl

Add

Liabilities subordinated to claims of general creditors allowable in computation of net capital
___________

Other deductions or allowabte credits List _______________

Total capital
and allowable subordinated liabilities 207638

Deductions and/or charges

A.Total non-allowable assets from

Statement of Financial Condition Notes and 96809

Secured demand note deficiency ____________________
Ei

Commodity futures contracts and spot commodities-

proprietary capital charges _____________________

Other deductions and/or charges ____________________
I1J 96809

Other additions and/or allowable credits List
3630

Net Capital before haircuts on securities positions 1jQ9

Haircuts on securities computed where applitcable

pursuant to 15c3-1f

Contractual securities commitments _____________________

Subordinated securities borrowings

Trading and investment securities

Exempted securities
_____________________

Debt securities _____________________

Options _________________

Other securities _____________________

Undue concentration _____________________

Other List 2252
II

10 Net Capital 108577

OMIT PENNIES

Page



Minimum dollar net capital requirement or

__________ L1
l1i344i
10.25

3870

3880

3760

3910

6-2/3% of aggregate indebtedness or 4% of aggregate debits it alternative method is used

Do not deduct the value of securities borrowed under subordination agreements or secured demand notes

covered by subordination agreements not in satisfactory form and the market values of the memberships in

exchanges contributed for use of company contra to item 1740 and partners securities which were

included in non-allowable assets

For reports filed pursuant to paragraph of Rule 17a-5 respondent should provide list of material

non-allowable assets

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER

CATHAY SECURITIES INC
as of 12/31/11

_________
742 I75

50000 13Th8

$______ 500
58577

Foj

11134I3790

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part

11 Minimum net capital required 6-2/3% of line 19

12 Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note

13 Net capital requirement greater of line 11 or 12

14 Excess net capital line 10 less 13

15 Net capital less greater of 10% of line 19 or 120% of tine 12

COMPUTATION OF AGGREGATE INDEBTEDNESS

16 Total Al liabilities from Statement of Financial Condition

17 Add

Drafts for immediate credit $_________________

Market value of securities borrowed for which no

equivalent value is paid or credited $__________________ 1J
Other unrecorded amounts List $_________________ EI1

19 Total aggregate indebtedness

20 Percentage of aggregate indebtedness to net capital line 19 divided by line 10

21 Percentage of debt to debt-equity total computed in accordance with Rule 15c-3-1d

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part

22 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant

to Rule 5c3-3 prepared as of the date of net capital computation including both

brokers or dealers and consolidated subsidiaries debits

23 Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital

requirement of subsidiaries computed in accordance with Note

24 Net capital requirement greater of line 22 or 23

25 Excess net capital line 10 less 24

26 Net capital in excess of the greater of

5% of combined aggregate debit items or 120% of minimum net capital requirement

NOTES
The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

of the reporting broker dealer and for each subsidiary to be consolidated the greater of

3920
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

CATHAY SECURITIES INC

Forthe periodMMDDYYfrom 10/01/11 to 12/31/11

Number of months included in this statement

REVENUE STATEMENT OF INCOME LOSS
Commissions

Commissions on transactions in exchange listed equity securities executed on an exchange

Commissions on listed option transactions

All other securities commissions

Total securities commissions

Gains or losses on firm securities trading accounts

From market making in options on national securities exchange

From all other trading

Total gain loss

Gains or losses on firm securities investment accounts

Profits losses from underwriting and selling groups

Revenue from sale of investment company shares

Commodities revenue

Fees for account supervision investment advisory and administrative services

Other revenue

Total revenue

EXPENSES

10 Salaries and other employment costs for general partners and voting stockholder officers

11 Other employee compensation and benefits

12 Commissions paid to other brokers-dealers

13 Interest expense

Includes interest on accounts subject to subordination agreements
4070

14 Regulatory fees and expenses

15 Other expenses

16 Total expenses

NET INCOME

17 Net Income loss before Federal income taxes and items below Item less Item 16

18 Provision for Federal income taxes for parent only

19 Equity in earnings losses of unconsolidated subsidiaries not included above

After Federal income taxes of
EII

20 Extraordinary gains losses

After Federal income taxes of

21 Cumulative effect of changes in accounting principles

22 Net income loss after Federal income taxes and extraordinary items

MONTHLY INCOME

23 Income current month only before provision for Federal Income taxes and extraordinary items

23L..i

________
24397

Lj

2936

27333101

pkIP1

_____ k.iio1

kil

__________
i9Ip

______i2i8l__ k21

$______ ii

_____ 6908
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

CATHAY SECURITIES INC

For the period MMDDYY from ioioiiii tO 12/31/11

STATEMENT OF CHANGES IN OWNERSHIP EQUITY

SOLE PROPRIETORSHIP PARTNERSHIP OR CORPORATION

Balance beginning of period
20432440

Net income loss ___________

Additions includes non-conforming capital of _____________
EI1

________
5oooPi

Deductions includes non-conforming capital of
_______________

11
_______________

k2191

Balance end of period from item 1800 207638 k..90i

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

Balance beginning of period

Increases __________
4jQI

Decreases

Balance end of period from item 3520 $________________ LÔI

OMIT PENNIES

Page



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART hA

BROKER OR DEALER

CATHAY SECURITIES INC
as of 12/31/11

Exemptive Provision Under Rule 15c3-3

25 If an exemption from Rule 15c3-3 is claimed identify below the section upon which such exemption is based

Limited business mutual funds and/or variable annuities only _______________

Special Account for the Exclusive Benefit of customers maintained

ii All customer transactions cleared through another broker-dealer on fully disclosed basis

Names of Clearing Firms Please separate multiple names with semi-colon

Penson Financial Service Inc III
___________

Exempted by order of the Commission 18Oj

Ownership Equity and Subordinated Liabilities maturing or proposed to be

withdrawn within the next six months and accruals as defined below

which have not been deducted in the computation of Net Capital

Type of Proposed

Withdrawal or
Amount to be with- MMDDYY Expect

Accrual Insider or drawn cash amount Withdrawal to

See below for Outsider and/or Net Capital or Maturity Renew

code to enter Name of Lender or Contributor In or Out Value of Securities Date Yes or No

___ ________________ ___ _______ ____
___ _________ __ ____ __ __I

__ ________ ____ __ --

___ ___________ __ _____ __
____ ________________ ___ _______ ____
____ ________________ ___ _______ ____
-___ ___________ __ _____ 4685

-____ __________________ ___ ________ ____ ___kI

TOTAL
_____________

OMIT PENNIES

Instructions Detail listing must include the total of items maturing during the six month period following the

report date regardless of whether or not the capital contribution is expected to be renewed The

schedule must also include proposed capital withdrawals scheduled within the six month

period following the report date including the proposed redemption of stock and payments of

liabiIiies secured by fixed assets which are considered allowable assets in the capital computation

pursuant to Rule 15c3-1c iv which could be required by the lender on demand or in less

than six months

WITHDRAWAL CODE DESCRIPTION

Equity Capital

Subordinated Liabilities

Accruals

15c3-1c iv Liabilities
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington D.C 20549

FOCUS REPORT
FORM

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

X-17A-5
Schedule

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a-5

Report for the Calendar Year 2011 E1
or if less than 12 months

Report for the period beginning 01/01/11 III1 and ending 12/31/11

MM DD YY MM DD YY

SEC FILE NUMBER

8-39247

NAME OF BROKER DEALER OFFICIAL USE ONLY

CATHAY SECURITIES INC

FirmNo MY

Names of broker-dealers merging with respondent during reporting period

OFFICIAL USE ONLY

NAME 8053 8057

NAME EI1 I1
NAME E1
NAME

Respondent conducts securities business exclusively with registered broker-dealers

enter applicable code 1Yes 2No I11

Respondent is registered as specialist on national securities exchange

enter applicable code 1Yes 2No 8074

Respondent makes markets in the following securities

equity securities enter applicable code 1Yes 2No I1
municipals enter applicable code 1Yes 2No

other debt instruments enter applicable code Yes 2No LZZ1

Respondent is registered solely as municipal bond dealer

enter applicable code 1Yes 2No

Respondent is an insurance company or an affiliate of an insurance company

enter applicable code 1Yes 2No I1
Respondent carries its own public customer accounts

enter applicable code 1Yes 2No

Respondents total number of public customer accounts

carrying firms filing
X-17A-5 Part II only

Public customer accounts

Omnibus accounts cI1

10 Respondent clears its public customer and/or proprietary accounts

enter applicable code 1Yes 2No 1i
FINRA



FOCUS REPORT
Schedule

page

11 Respondent clears its public customer accounts in the following manner

enter in appropriate boxes

Direct Mail New York Stock Exchange Members Only JIIi

Self-Clearing III1

Omnibus
________________

Introducing

Other

If Other please describe

Not applicable LiiJ

12a Respondent maintains memberships on national securities exchangess
________________

enter applicable code 1Yes 2No IIJ

Names of national securities exchanges in which respondent maintains memberships

enter in appropriate boxes

1NYSEAMEX.LLC __________
Boston 18121

3CBOE II1
Midwest IL
NewYork IL1
Philadelphia 11
Pacific Coast _________________IIi

Other 18129

13 Employees

Number of full-time employees _______________

Number of full-time registered representatives employed by respondent included in 13a L1IJ

14 Number of NASDAO stocks respondent makes market cIii1

15 Total number of underwriting syndicates repondent was member cLii1

Carrying or clearing firms filing X-17A Part II

16 Number of respondents public customer transactions Actual L11
Estimate II1

equity securities transactions effected on

national securities exchange iIizJ

equity securities transactions effected other than on

national securities exchange

commodity bond option and other transactions effected on or off

national securities exchange ________________lLii



FOCUS REPORT
Schedule

page

17 Respondent is member of the Securities Investor Protection Corporation
__________

enter applicable code 1Yes 2No

18 Number of branch offices operated by respondent

19 Respondent directly or indirectly controls is controlled by or is under

common control with U.S bank enter applicable code Yes 2No

Name of parent or affiliate

Type of institution

20 Respondent is an affiliate or subsidary of foreign broker-dealer or bank

enter applicable code Yes 2No

21 Respondent is subsidary of registered broker-dealer

enter applicable code Yes 2No

Name of parent

22 Respondent is subsidiary of parent which is not registered broker or dealer

enter applicable code 1Yes 2No

23 Respondent sends quarterly statements to customers pursuant to

lOb-10b in lieu of daily or immediate confirmations

enter applicable code Yes 2No

24 Aggregate Dollar Amount of Non-Exempted OTC Sales of Exchange-Listed
_________________

Securities Done by Respondent During the Reporting Period
_______________

Required in any Schedule filed for the calendar year 1978 and succeeding years

FINRA Miscellaneous Information

Annual Municipal Income


